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Rearmado faction refuses peace accord, resumes attacks
Some 130 members of the Frente Unido Andres Castro (FUAC), an armed band made up primarily
of former Sandinista soldiers (rearmados), broke off disarmament negotiations with the government
and attacked three farms in the northern department of Matagalpa in early January. The FUAC's
commander former Sandinista army officer Edmundo Olivas signed an agreement with President
Arnoldo Aleman in December promising that FUAC would surrender its arms in exchange for land,
credits, and other government help to reintegrate into civilian life (see NotiCen, 11/20/97).
However, the government has not made firm offers regarding all FUAC demands. Some of those
demands such as wide-ranging social programs for the depressed areas of the north and immunity
from prosecution for FUAC members would require special legislation. In signing the pact, Olivas
said the causes of the rearmado uprisings would not be eradicated by demobilizing. "The uprisings
are the result of the government's abandonment of the most deprived areas of the country," he said.
Following the signing, the first contingent of 82 FUAC members disarmed inside the government-
designated free zones.
The Defense Ministry then set Dec. 19 as the date for full demobilization. According to the vice
minister of defense, Jose Adan Guerra, the government would immediately begin giving farmland
and financial assistance to demobilized FUAC members. However, as a result of an internal split,
some 150 FUAC members, led by Gustavo Navarro, refused to disarm in the designated community
of Labu in northern Zelaya department. On Dec. 19, armed FUAC factions confronted each other
over their disagreements about the demobilization accord.
One FUAC leader said his followers did not believe the government would keep its promises
and announced that they would not disarm. In response, Defense Minister Jaime Cuadra said the
government would not negotiate with defectors from the demobilization accord. "If they won't
comply with the agreement, we have no reason to comply either," said Cuadra. He told the press
that any armed groups still operating were now considered outlaws and that military operations
against them would begin soon.
Energy crisis, power outages predicted in first quarter 1998
Inefficient generating plants and lack of capital for adding capacity have led to power outages
and helped stall privatization of the state-owned electric company Empresa Nicaraguense de
Electricidad (ENEL). Outgoing ENEL president Raul Solorzano blamed the energy crisis on the
failure of ex-president Violeta de Chamorro's administration (1991-1997) to modernize the system.
He also blamed the climatological impact of El Nino. ENEL has an installed capacity of about 300
megawatts, including 36 MW it purchases from private plants, but ENEL almost never produces at
full capacity. Peak demand is more than 350 MW. Besides the power deficit, ENEL is running a cash
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deficit of around US$10 million and cannot finance expansion of generating capacity or modernize
the decrepit distribution system. A new high-efficiency plant producing 12.5 MW, built with US$7
million in Finnish credits, went on line in January at the Managua plant.
Still, other aged plants in the system will eventually have to be replaced just to maintain current
capacity. The long-term requirement is for massive investment in new capacity. Octavio Salinas,
who replaced Solorzano in December, promised to speed up the installation of new power plants,
improve power distribution, and move toward privatization. But while foreign investors have shown
interest in participating in various expansion projects, efforts to privatize some ENEL operations
have failed in the National Assembly.
In October, the administration hoped to prepare for privatization by introducing a new code
governing the industry and including in it tax advantages to private investors in the distribution
network. Some legislators objected to using tax provisions in ordinary legislation to privatize
segments of the industry and called for a full debate on a separate privatization bill. With no
agreement on exactly how to approach the privatization issue, the bill died.
In December, with power outages a regular occurrence, the government considered asking
businesses to begin generating their own electricity as "a patriotic contribution." However, experts
pointed out that the cost of installing their own generators would exceed the cost of the power
requirements of most industries and that, if such a request were made publicly, it would signal
potential investors that the state system was in collapse.
As a stopgap measure, ENEL asked the Comptroller General to approve a contract for a power-
purchase agreement under which a private company would supply electricity from generators
aboard a ship docked in the harbor. ENEL president Solorzano called the approval an urgent
necessity to avoid huge power deficits in 1998. For the longer term, ENEL is negotiating with the US-
based Costa Corporation for construction of a 50-MW plant that would go on line sometime after the
second quarter of this year.
Until then, ENEL will try to cover the shortfall with power purchased from Panama during peak
hours. Even so, Nicaragua might still face daily power shortages during the first quarter because
enough power may not be available for purchase in Central America. Furthermore, a failure of
any of the antiquated plants would mean even worse shortages. [Sources: Reuter, 12/04/97; Inter
Press Service, 12/04//97, 12/05/97; Spanish news service EFE, 04/08/97, 12/18/97, 01/06/98; Notimex,
12/16/97, 01/06/98; La Prensa (Nicaragua), 10/23/97, 11/15/97, 11/18/97, 12/05/97, 12/12/97, 12/13/97,
12/15/97, 12/16/97, 12/20/97, 12/22/97, 01/11/98]
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